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1. USAlD provided assistance to set up a private, independent export credit insurmce 
company, the Societe Marocaine d'Assurance a 1'Exportation ( S U W ,  &om 1986 until 
December 1991, when the subproject ended. AID support consisted of $1.2 milliosl of 
technical assistance to h ~ l p  establish the new organization and an $8.0 million loan to help 
capitalize it. SMAEX has been operating for 4 112 years, since January 1989. 

2. All of the subproject's output indicators had been met by the time technical assistance 
ended in 1991, but the subpuqmse target of insuring 20 percent of all private exports w not 
achieved. That level is unrealistic - 5 to 10 percent is common in similar organizations 
elsewhere - but the SMAEX record, now around 6 percent is not bad. 

3. Export credit insurance is a necessary, but secondary, contributor to increasing exports. 
Production and marketing assistance through export catalysts like foreign investment, and pre- 
export financing usually have a greater impact. 

4. Morocco's steady increase in exports over the past ten years is attributable to a number 
of concurrent factors including policy reform, trade litmahtion, exchange rate devaluation, 
foreign investment - and perhaps also the availability of export credit insurance - but it is 
impossible to quantify the marginal incp9m which such insurasce may have caused. 

5. A mid-term evaluation in April 1990 made a number of recommendations for improving 
SMAEX's performance, notably in increasing its responsiveness to exporters' needs and 
marketing its services. These problems remain. 

Fiudinm and Conclusions - 
A. The Role of SMAEX 

1. SMAEX has evolved considerably since it was established in 1989. 

SMAEX has the potential for playing a significant role in making Morocco's 
exports more competitive not only in the European Community but in new 
markets elsewhere. 

There is a general consensus among bankers and exporters that an organization 
l i e  SMAEX is a necessary element of an export promotion program. 

2. SMAEX has established itself well as nn independent organization since it 
separated @om the BMCE $ve years ago. 



3. The impact of SMEX constituted as a private independent entity has certainly 
been greater than it would have been if export credit insurance had continued 
to be offered by only one of the banks. 

As an independent organization SMAEX is able to offer its services to clients 
of all of the banks and therefore is able to provide insurance to the full range 
of exporters operating in different sectors. 

Perhaps even more important is the increased financing available to exporters 
because now all banks can offer to discount export related comnercial paper 
covered by SMAEX insurance. 

4. Although SMAEX is a private entity, it is also a relative monopoly - now the 
only supplier of export credit insurance in Morocco - with the result that the 
usual incentives of competition do not contribute to improving its pevormance. 

Despite its private, independent status, it is not clear to the team that SMAEX 
has developed an internal operating culture similar to the cultures one expects 
to find in prhate sector companies as compared to government agencies. For 
example, there appears to be little room for initiative or independence in the 
current SMAEX culture. Decision-making appears to be highly centralized. 

5. SMAEX insurance coverage is heavily concentrated on textiles (64percent of its 
inswarace portfolio), $rms in Casablanca (70 percent), and exports to the 
European Community (89'percent). It appears to give low priority to helping 
exporters penetrate new markets outside Europe, perhaps because it hm little 
information on countries and buyers in these markets. 

6. Thus fat SMEX has not contributed as much as it might to helping explore 
new markets outside the EC, 

Without a greater degree of export credit insurance, some exporters will likely 
continue to export to the known, secure markets of Eurqe which entail little 
risk and small profit margins, rather than seek greater profits in expanding their 
exports to new, perhaps riskier markets in the Neur East, Afiica and elsewhere 
as well as in Europe. 

B. Views of SMAEX 

1. Perceptions of Bankers in Casablanca 

In the view of some of the bankers and exporters interviewed, many exporters 
are not informed about SMAEX's services. 



The banks interviewed generally felt that S W X  provides a useful service. 
They have been quicker to understand and to use SMAEX cover than many 
exporters. 

Some banks in Casablaluca have tho impression that SMAEX dropped its 
marketing efforts after 1991 and hb;s taken part in fewer bank-sponsored 
seminars and workshops during the past year than they did previously. 

2. Perceptions of &porters Interviewed 

Some of the exporters expressed their satisfaction with SMAEX, citing the 
utility of its services both as a source of cover for credit risk as well as a tool 
for obtaining increased credit &om the banks. 

SMAEX has succeeded in shortening the .time for processing and acting upon 
applications, The average response time has dropped steadily from 37 days in 
1989 to 13 days in 1991 and 1992. 

Exporters and bankers criticized SMAEX's six- month claims payment period 
as u~ecessarily long. 

Some exporters believe S W X  is as unwilling to assume risk as banks, and 
that this degree of risk-aversion is not helpfirl in assisting exporters to expand 
their markets. 

Some exparters are disappointed by SPvPAEX's often unexplained rejections of 
their applications. 

Often rejections or partial approvals were received when the importer was in 
a country other than one of the traditional European markets. 

Some exporters commented that SMAEX is "bureaucratic," "administratively 
heavy and slow," "too hierarchical," and "arbitrary." 

Exporters did not seem to feel that SMAEX premiums and other charges were 
too high. 

3. SUQEX does help exporters secure bmk$nancing for credit sales overseas, and 
thw contributes indirectly to expanding exports. 

Perhaps the greatest single contribution made by SMAEX to increasing 
Moroccan exports has been indirect. 
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4. Sometimes S M E X  discourages exports by rejection of coverage. 

Rather than encouraging exports S W  actions may in fact sometimes have 
the opposite effect. Several of tbe exporters interviewed said that when 
SMAaX has refused coverage for which they have applied they have been more 
cautious in extending credit terms to the buyer in question despite previously 
satisfactory experience with that buyer, 

5. SMEX is able to insure against risks with which they are familiar, which they 
understand and where they have w e n t  and accurate credit information on 
buyers. h c k  of such infomation in new markets handicaps SMEX's abiliv to 
reduce exporters' risks. 

6. S M E X  has sought to respond to exporters' needs by oflering two new 
insurance packages. 

Beginning in June 1993, S W X  plans to offer Garantie de Credit Personalisee 
(W) and Garantie de Credit SimpllJee (GCS), commercial risk policies 
tailored respectively to meet the needs sf large and small exporters. 

C. Marketing and Sales 

1. SMAEX appears to be relatively passive in seeking clients, ascertaining clients' 
concerns and responding to their problems. 

2. A major publicity '%hock" campaign has been planned for some time and is to 
be launched in June 1993, coordinated with the presentation of the two new 
types of export credit insurance policies (mentioned in B.6 above) designed to 
respond more filly to the needs of diferent shed exporters. 

A detailed marketing plan (Mission Mmketng SMAEX) prepared for SMAEX 
in 1990, pointed out that publicity should be but one among several elements of 
an overall, coordinat'd marketing strategy. SMAEX has acted on some of the 
suggestions contained in the 1990 marketing plan, but has delayed or decided 
against &g on others. 

3. S M E X  is certainly aware of the need to extend to the provinces, not only to 
provide information but for expanding markts, and to be able to provide faster 
service outside Casablanca. 

Although it has stated a desire to do so in future, SMAEX has not so far moved 
to decentralize its activities either in marketing or providing its services. 
SMAEX considers that a feasibility study is necessary to determine the best 



approach, and that, in any caw, considerable further training will be necessary 
before SMAEX staff can be entrusted with the responsibilities which 
decentralization requires. 

D. Profitability 

One of the goals set fortb in the Project Paper's proposal to create S W X  was 
t h t  the firm be profitable. While this is a necessary condition for the firm's 
continued survival, it should not be the main goal. The pursuit of investment 
profits should not take precedence over the main reason for the h ' s  existence: 
providing export credit insurance. 

A. General 

1. SU4H should attempt to reduce its h e w  concentration of insurance coverage 
for exports to the European Community, particularly to France, by expanding 
its protection for exporters who wish to enter ntcrpkets elsewhere. 

To become a truly effective hstmment assisting Moroccan exporters to penetrate 
new and non-traditional markets, SMAEX will need to take more calculated 
risks in its underwriting decisions. 

2. By pegorming both an insuring and an educational jhction, S M  EX can asstst 
both eqerienced and new exportm to take ahantage of opportuntffes to 
expand into new markzt~ and new products. 

3. SMAEX should measure its perfrmance not so much agaimt the handling of 
export credit insurance in Morocco in the past, but against the practices of its 
counterpart institutions in other middle-income countries. 

4. To assist the planning and execution of long-term strategy, SMEX management 
shotrld create a business development plan based on principles of management 
by objective and employing specijk, quanHfied goa1.s and targets in a defined 
time @me. 

B. The Services of S W  

1. SUQEX sho~ld endeavor to improve communications with its clients by: 

seeking to be more responsive to exporters' needs and concerns 



e x p l W g  SMAEX decisions and practices more fully 

making a more systematic sffort to encourage feedback and suggestions from 
exporters and considering exporters' views in SMAEX forward planning 

2. SMH should make an eflort to acquire current, accurate information on 
overseas buyers to aid SMAm deckion-maBng, and to expand its in@mation 
base outside France. 

SAMEX could identie a list of target countries and sectors in advance of 
receiving applications in order to get a head start on obtaining the information 
which will be required to analyze the country and credit risks which will 
determine whether or not coverage will be offered. 

By working with exporters and their associations (such as the Association 
Mwocaine des hkportateurs (AS- and other more specialized groups) 
SUAEX could develop a list of target countries, target sectors and target buyers. 

3. SUAEX should plan and design a coherent program of jkrther training for its 
profsslonal sta$ with the objeciives of (1) allowing a greater degree of 
delegation of authority within the S M E X  organization; and (2) permitting 
SUAEX to begin a systematic program of decentralization to increase its 
presence outside Casablanca. 

A fust step toward delegation and decentMtiPltion has bem taken with the 
creation of a Comite de Garanfie by the Deputy Director General of SMAEX. 
The Comite can approve S W X  commitments ~ r p  to DH 1,000,000. 

The team recommends that the DH 1,000,000 limit established for this 
committee be raised. To ellsure sufficient control, SMAEX could require 
that, to approve coverage of larger amounts, the affirmative vote of the 
Deputy Director General would be required. 

As currently organized the Comlte de Garantie does not see or consider 
applications for amounts exceeding DH 1,000,000. Such applications are 
submitted directly to the Comite de Direction. This practicc~ eliminates an 
opportunity to prepare the Comite de Garantie to handle amou~ts larger than 
DH 1,000,000. 

The team recommends that all appUcations for cover be considered by the 
&mite de Garanlie which would make a recommendation to the ComUe de 
Direction for final adion. 



Such a procedure would dve the members of the Committee de Garantie 
exposure to the full range of applications and experience in dealing with larger 
amounts than is currently the case, A0 committee members gain experience, 
decision making could be decentralized by increasing the approval limit of this 
c o d t t c e .  Participation h the delibezations of this committee would also be 
a good training ground for staff members destined to be put in charge of 
regional offices. SMAEX told the team that it is diff~cult to hire personnel with 
experience in export credit insurance and difllcult to give such personnel on-the- 
job training. This suggestion would help solve the on-the-job training portion 
of this problem. SMAEX senior managment's commitment to the goal of 
achieving greater decentralization both within headquarters and h the field 
might be considerably strengthened by the positive results this obvious training 
opportunity could produce. 

4. SMAEX should endeavor to increase exporters' use of its Market Development 
(Aswmce Prospest&.~n) and Trade Fair Insurance (Assurance F0ire)programs 
to encourage more international expowe for exporters. 

It may be that these kinds of insurance coverage have not been sdiciently 
publicized, or that exporters find it difficult to apply for them. It may be 

:.- possible to make them respond more effectively to exporters' needs. 

In any case, trips abroad, if well-planned and executed, can be! extremely useful 
catalysts for export promotim by allowing exporters to attend trade fairs, 
develop trading and investment relationships, discover ways to improve the 
quality of their products and maintain contact with modern production and 
exporting methods. 

5. SMAEX should intrm itself on the length of insurance cover ofered by similar 
organizations in competing countries and endeavor to match it. 

6. S M U X  should regularly evaluate the b e 1  of reinsurance required to provide 
pm&nt protection while doing so at an acceptable price. 

Nevertheless, the more SMAEX offm cover for new, more risky markets, the 
more reinsurance will be necessary. 

7. A Note on Political Risk Ihwance 

The team has the impression that heretofore political risk insurance has been 
provided for political reasons without much if any systematic evaluation of the 
political and economic situation prevailing in the country for which cover is 
being provided. If Moroccan exports increase and begin to penetrate 
increasingly risky markets, the authorities may wish to consider putting 



in place a mechanism for assessing country rhk similar to the mechanbma 
wed by moat international banks. This would involved hiring competent 
economists and creating a system for grading country risk. Alternatively this 
information can be purchased from international banks or from companies 
specialized in providing such information, As it stands now, decisions on 
providing political risk rest with the inter-ministerial committee and not with 
SMAEX. The role of S W  could be enhanced and the burden of 
decision-making removed from senior government officials if deeiaions 
whether to grant political riak insurance cover were made by SMAEX, and 
the Ministry of Finance served as a provider of reinsurance for political risk 
coverage much aa the reinsurance companies provide reinsurance cover for 
commercial siek policies issued by SMaEX To maintain a degree of control 
and to prevent SMAEX fiom issuing unlimited political risk cover, the Ministry 
of Finance could establish a list of countries with specific country-by-country 
limits for which they would be prepared to provide reinsurance. 

8. Credit Inj.,nnation and Debt Recovery Services 

S W  indicated to the team that it is studying the possibility of establishing 
either a special department or a separate organization to provide credit 
information on prospective buyers. This idea has already been discussed (in B.2 
above) and should not be dismissed. 

However, SMAEX should finst concentrate on building its capability to 
make informed deciaions on applications for iniurance before launching a 
new product. The same can be said about establishing a receivables collection 
service. 

9. Exchange Risk Insurance 

Several sources interviewed mentioned the possibility that S W X  should 
provide exchange risk insurance. S W  insurance does not appear to be the 
best way to do this. 

Mechanisms already exiat for eliminating or reducing exchaargt? risk 
exposure. It would seem more appropriate for the authorities to facilitate 
access to theae existing mechanisms rather than trying to create a new one. 

C. Marketing SMAEX . 
1. SMAEX should plan and execute an appropriate strategy for expanding its 

presence outside Casablanca. Some form of decentralized representation is 
necessary both for marketing and providing services to exporters. 
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Mission Marketing SMAEX (See Bibliography, Annex 2) should be reviewed, 
and an action plan devised which SMAEX consideras realistic and current, with 
specific targets and a time fiame for their accomplishment. 

Marketing in Morocco's major cities might be handled in several ways: ( 1 )  
setting up branch SMAEX offices, (2) employing local independent agents 
(courtiers), (3) using the local branches of banks or insurance companies, or (4) 
increasing the number of travelling SMAEX representatives based in SMAEX's 
Casablanca headquarters. 

A possible way to proceed: Regardless of what decision may be made later as 
to whether, or how, SMAEX is to be represented outside of Casablanca, as a 
temporary measure, SMAEX could hire, for example, three young professionals, 
train them for 3 months in the elements of marketing and S W Y s  programs 
at S W  headquarter andlor in a Casablanca commercial school, and send 
them out 1 or 2 weeks per month. 

Banks are able to operate branch offices outside Casablanca with professional 
staff now available in Morocco. SMAEX should be able to do the same. 

2. SMAEX should be more active in regularly reminding organizations which 
arrange seminars related to export promotion of its willingness to provide 
speakers and panel members for such events. 

D. For USAID Consideration 

1. USAID can assist export promotion most efectively and directly through export 
catalyst programs of the Kind now underway to match the human and material 
resouces of Moroccan producers with foreign technical, management and 
investment inputs. 

2. USAID could help strengthen SMAEX's e#ectiveness by corrtrlbuting to firther 
training of its professional sta$ in Morocco and overseas, perhaps through the 
Training for Development Project (608-0208). 



I. INTRODUCTION 

The evaluation team visited Morocco fiom April 19 to May 15, 1993 to carry out a M 
evaluation of the Private Sector Export Promotion Project: Export Credit Insurance Component 
(608-01 89) which contributed support to the Societe Marocaine d 'Assurance a 1 'Exportation 
(SMW between June 1986 and December 1991. 

Following the Scope of Work (Annex 12), the team used the methodology summarized in 
h e x  1, interviewing SMAEX officials, bankers and exporters (Annex 3) in five Moroccan 
cities. 

The team is gratell to the management and staff of SMAEX for their generosity and 
cooperation in this endeavor and to the bank officials and exporters who took the time to 
answer our many questions. We especially appreciate the United States A.I.D. Mission's 
having asked Mr. Jamal Daddi, Project Development Specialist, to accompany w on our 
interviewing trip despite his other responsibilities. 

Rabat, May 13, 1993 



IL BACKGROUND: The Project% Context 

This evaluation of the Societe Marocalne d'Assurance a l'Exportation (SMW has been made 
at a t h e  of important changes in Morocco's political and economic relations with the outside 
world. The way in which SMAEX adapb to these changes during the next few years will help 
determine its impact in the area of &ade relations. 

Over the past two d d c s  Morocco hw achieved political and economic stability and growth 
despite numerous Iglobal and domestic problems. The country has successhlly incorporated 
the former Spanish Sahara into ib  territory and reestablished diplomatic relations with its 
neighbor Algeria. Morocco's monarchy seema to enjoy greater support today than at other 
times in the recent paqt, Local, regional and parliamentary elections have recently taken place 
or are scheduled in the near future. 

1. Moroccan Economic Trends 

During the past ten years Morocco has undertaken a significant program of structural 
adjustment and economic policy reform designed to open the economy, maka it more 
competitive, increase economic efficiency by moving product pricing distortions, increase 
exports, reduce the governmat deficit and improve financial markets. Many of the refom are 
designed to help Morocco make the transition tiom an inward- to an outward-looking economy, 
The Moroccan tsovernment views the development of the export sector as crucial to economic 
reform. Exports can provide Morocco with a sustainable source of foreign exchange to service 
its external debt, as well as to finance imports and investment for long-term development. The 
Government has endeavored to improve export incentives through exchange rate devaluation, 
trade libcrabtion and lea9 restrictive admmstm . * tive controls. The aim has been to make 
export activity pelatively more attractive for Moroccan producers than it has been in the past. 
The policies have paid off, and exports have increased steadily duting the past ten years, 

Although Morocco has endured several years of drought, war in the Sahara, a locust plague, 
stagnant world trade and the shock of ~e Gulf War, it has nevheless improved its basic 
economic structure andl laid the basis for further economic growth. Nevertheless, despite the 
progress made in adjustment, the Moroccan economy faces significant challenges. The 
continued expansion and diversification of Morocco's errports will be crucial to further 
economic growth. 

2. Diversification of Exports 

Morocco's exports amounted to DH33,958 million ($3,977 million) in 1992, a drop of about 
7 pacent fiom 1991. Since the beginning of the structural adjustment program, the pattern of 
Moroccan exports has diversified significantly. In 1983 phosphate and its derivatives 
accounted for 43 percent of the value of all exports; by 1992 they were 25 percent. Last year, 
however,textile exports exceeded phosphate for the tint time, increasing 4.5 times since 1983 - 
fiom 12 percent to 27 percent of total exports. Agribusiness products became the leading 



exports for three years in a row, doubling their value over the pmt ten years, and increasing 
from 28 percent to 30 percent of all exports. Despite the drop of 7 percent fkom 1991 to 1992, 
Moroccan exports have increased an average of 7.5 percent mually over the past 10 years 
(Source: USAID/Morocco). 

A comprehensive range of structural reforms is envisaged for 1993. A key element of this 
strategy involves the M e r  liberalization of the exchange and trade system, leading in due 
course to fidl extarnal currency convertibility. Full convertibility will help stimulate investment 
and integrate Morocco's goods and capital markets with those of the rest of the world, 
Morocco has begun discussions with the European Community on entering into a partnership 
agreement which would ease trade restrictions between Morocco and the EC, 
Liberalization af the Moroccan economy is likely to help foster trade relations with the other 
Maghreb countries of Algeria, Libya, Tunisia and Mauritania Morocco is working with these 
countries within the Arab Maghreb Union to reduce irnpedirvrcnts to regional and international 
trade. In the medium term, over the next five years, an annual export growth target of 10 
percent seems achievable, with an above-average contribution &om manufwtured exports, 
which are likely to benefit from the technology transfer of foreign direct investment, 
compensating for the slower growth in exports of phosphates and phosphate derivatives. 
Foreign direct investment showed a very sharp increase in 1992 and is likely to remain strong 
over the medium term. It is helping Morocco develop new products, improve existing ones, 
and has the potential to contribute to an increase in Morocco's market share of manufactured 
exports in traditional markets and to penetrate new markets. 

3. Origin of the Project 

The incentives and opportunities for export production have improved as part of the stnrctural 
adjustment process. The GOhA has created sevaal programs and policies to stimulate increased 
production for export. These include: 

policy incentives to export 

a pre-shipment export finance facility 

a post-shipment export financing facility 

an industrial export finance project ilnanced with World Bank assistance. 

The Export Credit h m c e  component of the USAID-hced Private Sector Export 
Promotion Project was developed in the context of these activities, 

A series of studies carried out for USAID/Morocco in 1985 by First Washington Associates 
concluded that the constraints to exports included conservative export financing procedures, 
export production problems, insufficient knowledge of overseas markets, language barriers, and 
weaknesses in the export insurance program. 



Bas~,d on this analysis, USAID/Morocco designed the Private Sector Export Promotion Project 
(608-0189) to deal with some of the more important constraints to export development: 

address the f~nancial constraints of small and medium exporters through 
establishing pre-export financing facilities 

address some of the technical and managerial weaknesses of Moroccan exporters 
through assistance in export production and marketing 

rn help the Moroccan Government restructure and improve its export credit 
insurance program. 

The Project Paper approved in June 1986 stated that the goal of the Private Sector Export 
Promotion Project was to increase the export earnings of Morocco's private sector firms, and 
hence to strengthen Morocco's capacity to service its debt and h c e  its investments for 
development. The purpose of the project was to increase exports by Morocco's private sector. 
Its three components had three sub-purposes: 

Export Credit Insurance: Expand export credit insurance coverage from 5 
percent of insurable (e.g., private) cxports to 20 percent by the end of the 5-year 
project in 1991, Increased coverage was to stimulate an increase in exports. 

Export Credit: Expand export prefinancing credit to small and medium-sized 
firms and new users. Increased access to credit by such firms would increase 
export production. 

. Export histance: Improve the export production and marketing capacity of 
beneficiary firms and improve the capacity of the Mo:occan Center for Export 
Promotion (CMPE) to service private exporters. 

(Refer to Annex 11, the Logical Framework, for indicators and a s ~ p t i o n s  for the overall 
Export promotion Project.) 

The present evaluation is concerned only with the Export Credit Insurance component of the 
project. The component's output target was the establishment of an efficient privatized export 
credit insurance organization. 

Success was to be m e a s d  by five verifiable indicators: 

1. Half of the new organization was to be owned by the private sector. 

2. The time for proces~ing applications and claims was to decrease. 



3. The new organization was to make the final decision on at least half of the 
insurance applications. 

4. New types of insurance policies were to be offered in response to exporters' 
needs. 

5. Reinsurance agreements were to be established with non-governmental entities. 

All of these conditions were met by the time the project component ended successfblly in 
December 1991. Now, 17 months later, a number of observations can be made about the 
functioning of the SMAEX export credit insurance program which may be useful for gauging 
its effectiveness and planning its further development, 

4. Evolution of the Export Credit Insurance Component of the Project 

In June 1986, the Government of Morocco (GOM) agreed to transfer its existing export credit 
insurance program, then operating as a special department of the Banque Murocaine du 
Commerce Ekterieur (BMCE), to an independent entity whose ownership would be shared by 
the GOM and private commercial banks and insurance companies. As a result, the Societe 
Murocaine d'Assurance a lJExportation (SMAEX) was created. 

Beginning in 1987, to assist the fund to become operational, the Export Credit Insurance 
component financed the contract services of Equator Advisory Services (EASL) for short-term 
and long-term technical assistance, as well as for training and equipment. 

During 1988, SMAEX's capital base of DH 30 million was committed and paid in by 
shareholders. The shareholders are the Moroccan Government (33 percent), banks (45 
percent) and insurance companies (22 percent). Counting partial state ownership in certain of 
the shareholding banks, S W X  is 50.43 percent privately-owned (See Annex 6). SMAEX 
began operations in January 1989. 

In mid-1989, the project funded a long-term concessional loan of $8 million to the GOM for 
the purpose of on-lending to SMAEX to capitalize its commercial risk fund. Beginning with 
under 300 export credit insurance policies, sales have grown at the rate of about 100 policies 
annually so that by May 1993 SMAEX had issued 786 policies of which 521 are currently 
active. (See Table 4 for their geographic distribution.) 

A mid-term evaluation of the entire Private Sector Export Promotion Project was completed 
in April 1990 (See Bibliography, Annex 2). It recommended, among other things, that USAID 
continue supporting the Export Credit Insurance component, which it did until EASL technical 
assistance ended in December 1991. It also made a ilumber of recommendations for SMAEX 
improvement, notably in increasing its responsiveness to exporter needs and marketing its 
services. 



5. The Role of Export Credit Insurance 

Export credit insurance protects exporters and bankers against nonpayment by overseas buyers. 
It complements pre-shipment export financing, which protects banks agdlinst exporters' 
nonperformance. 

The need for export credit insurance and guarantee programs arises fiom imperfect information 
in banks, trading companies and exporter firms on overseas buyers and their countries' 
economies. In many countries, particularly developing countries, among the most important 
functions of export credit insurance institutions is providing this sort of information to assist 
their exporter-clients' and banks' decision-making and thus help reduce their risks. (See the 
World Bank discussion on export credit insurance and guarantee institutions in Annex 9). . 

In general, an export credit insurance institution like SMAEX should accomplish three 
objectives: 

1. It should provide a facility to help exporters reduce the risks of selling abroad on credit 
terms, encouraging new exporters to expand their overseas sales, and encouraging all exporters 
to explore new, perhaps more risky, geographic areas in which they m y  have a competitive 
advantage. 

2. It can make it easier for exporters to borrow fiom commercial banks t~ cover their 
exportt sales, by indirectly protecting the banks against the export risks. 

When a firm offm delayed payment terms as part of its export activities it not only runs the 
credit risk discussed at the fitst point but it also puts additional strain on its cash flowlworking 
capital situation because the funds spent to produce the goods exported and whatever profit is 
due will not be received until a later date. An export credit insurance program encourages 
banks to discount the receivables held by the exporter. In so doing the bank solves the 
exporter's working capital problem but minimizes its own risk because the notes discounted 
are covered by export credit insurance. 

(Note: Cunently Moroccan banks apparently apply the same discount rate to notes covered 
by insurance as they do to notes not so covered. ,Since the level of risk taken by the bank on 
covered notes is lower than on non-covered notes, an effort should be made to encourage the 
banks to differentiate their discount rates. One way in which this could be done would be for 
the Banque du Mmoc to offer banks a preferential rediscount rate when they discount notes 
covered by SMAEX insurance.) 

3. An export credit insurance institution can sometimes play an important role in providing 
current, =mate credit information on foreign buyers which would be useful to exporters and 
commercial banks in decision making. 



Offering such a service: assumes that the export credit insurance provider has such information 
on fums in all or most of the markets in which exporters are likely to sell. Establishing and 
maintaining such a database can be both time consuming and expensive. Issues such as 
copyright infringement, confidentiality and responsibility for the accuracy of the information 
would also have to be considered. For the moment it may be sufficient for SMAEX to 
concentrate on expanding the list of countries and companies on which it maintains credit 
information to be used in making its own decisions. 

A 19139 World Bank study on nade Finance in Developing Countries (See Bibliography, 
Annex 2, and an interesting excerpt on the experience of export credit insurance in other 
countries in Annex 9) observes that establishing an export credit insurance program does not 
guarantee its success, but that operational effectiveness must be achieved, , The study concludes 
that among the problems with which export credit institutions in developing countries must 
often contend are these: 

Learning in the startup phase is too slow. 

The lack of a clear directive fiom the governments has meant some agencies 
have been side-tracked by an uninterested parent entity. 

Some agencies are not adequately capitalized. 

Some agencies fail to market their programs. 

While some agencies have relied heavily on ineffective private organizations, 
some have been excessively public sector-oriented and have not been in tune 
with the needs of private exporters and banks. 

Some programs which have been inadequately staffed have lost touch with 
international developments and have not been competitive. 

Some agencies have followed excessively conservative undedting practices 
and have denied claims arbitrarily or taken too long to process them. 

Some agencies have been swamped with paperwork and unable to provide good 
service. 

The Bank study notes that despite these common problems, many export credit insurance 
institutions have matured enough to play a key role in their economies' export development. 

Our brief examination of some aspects of S W  leads us to conclude that: 

. SMAEX is indeed beset by several of the problems mentioned above. 



. SMAEX leadership is. aware of these problems and is erideavoring to come to 
terms with some of them. 

SMaEX should make a systematic effort to improve its performance in 
responding to legitimate exporter needs and in marketing its services. 

. SMAEX has the potential for playing a key role in expanding Morocco's exports 
if it improves its practices in a few important areas. 



1. The Role of SMAEX 

Export credit iawance is a necessary, but secondary, contributor to increasing exports. 
Production and marketing assistance through export catalysts like foreign investment and pre- 
export financing usually have a greater and more direct impact. 

Morocco's steady increase in exports over the past ten years is attributable to a number of 
concurrent factors including policy reform, trade liberalization, exchange rate devduation, 
foreign investment (See 11.1. above) - and perhaps also the availability of export credit 
insurance - but it is impossible to quantifl the marginal increase which such insurance may 
have ciked. 

The role of SMAEX is to support export sales by making it easier for overseas buyers to 
purchase Moroccan goods and services on credit. SMAEX programs should be designed and 
administered to encourage Moroccan suppliers or their banks to extend credit terms to facilitate 
the export of Moroccan goods and services by private sector firms. By limiting its activities 
to providing export credit insurance, SMAEX is able to reinsure itself to the extent it feels 
reinsurance is prudent and at the same time avoid competing with the b&. 

There would appear to be some confusion among exporters as to exactly what SMAEX is 
insuring. For whatever reason several of the fhns interviewed by the team seem to think that 
their exports are covered by SMAEX insurance rather than the credit extended being covered. 
It is vital that both SMAEX and its clients be absolutely clear on this point. As far as the team 
undemtands it is credit which SMAEX insures and uot products. 

In the past SMAEX does not seem to have taken into consideration the fact that different 
exporters have different characteristics and needs. 

Some exporters are large and experienced and seek insurance coverage for 
commercial credit risks they prefer not to assume themselves. 

rn Other exportem may require SMAEX coverage primarily (or only) to obtain 
financing fiom their banks. 

rn Still others may be new to exporting and need greater support and assistance 
than firms with more export experience. 

SMAEX should be sensitive to these differences and should attempt to take them into 
consideration in its client relationships. To do this SMAEX representatives must be well 
informed about the practices and coditions in different sectors and must regularly visit clients 
in an effort to assess their particular needs. The new SMAEX insurance policies to be released 



soon (See 111.2.6 below) appear to recognize these differences and may go a long way towards 
making SMAEX products more responsive to the special needs of a diverse client base. 

Salient points regarding the role of SMAiiX include: 

1. SMEX has evolved considerably since it was established in 1989. 

SMAEX has the potential for playing a significmt role in making Morocco's 
exports more competitive not only in the European Community but in new 
markets elsewhere. 

There is a general consensus among bank and exporters that there is a need for 
an organization like SMAEX. 

As Morocco moves into a period of greater trade liberalization and in the 
direction of dirham convertibility, exporters recognize increasingly the value of 
a well-run zxport credit insurance program ta help them seek out opportunities 
and protect them fiom the dangers in expanding overseas markets. 

Other banks' reservations about doing business with SMAEX seem to have 
disappeared. They no longer see SMAEX as an offihoot of a competing bank, 
as they did earlier. Their branches more often encourage or require their clients 
to use S W X  services as a meom of reducing risk for the lending banks 
themselves. 

2, SMAEX has established itself well as an independent organization since it 
separated porn the BMCE 4 1/2 years ago. 

SMAEX's insurance portfolio has approximately doubled over tfie past four 
years. (See Table 3) 

SMAEX declared its first dividend (5%) in 1991, and is expected to declare 
another 5 pixcent dividend covering 1992 at its annual board mecting scheduled .. 

in June 1993. 

SMAEX's investments appear prudently and profitably managed. 
5 

The impact of SMEX cortstituted as a private independent entity has certainly 
been greater than it would have been ifexport credit insurance had continued 
to be ofered by only one of the bank 

As an independent organization SMAEX is able to offer it3 services to clients 
of all of the banks and therefore is able to provide insurance to the full range 



of exporters operating in different sectors. Each bank has a different appetite 
for risk and a different client base and as currently organized SMAEX can 
work with all of them. 

Perhaps even more important is the increased financing available to exporters 
because now all banks can offer to discount export related commercial paper 
covered by SMAEX insurance. 

As a private, independent organization, SMAEX should be able to work closely 
with d l  of the banks to make known its services and to develop a larger client 
base. 

S W X  appears to be relatively passive in seeking clients, in asmtamm . . 
8 

clients' concerns and responding to their problems. 

4. Although S W  is a privute entity, it is also a relative monopoly - now the 
only supplier of export credit insurance in Morocco - with the result that the 
usual incentives of competition do not contribute to improving its performance. 

Despite its private, independent status, it is not clear to the team that SMAEX 
has developed an internal operatbg culture similar to the cultures one expects 
to fmd in private sector companies as compared to government agencies. For 
example, there appears to be little room for initiative or independence in the 
current SMAEX culture. Decision-making appears to be highly centralized. 
The comments of a mjority of the cxpcrters interviewed reinforced this view. 
Several observed, that having r e g i d  SMAEX offices would serve no purpose 
since all decisions would have to be made in Casablanca in my case. One went 
so far as to say that regiod offices would only add an addition layer to the 
already bureaucratic process of applying for and obtaining insurance cover. 

SMAEX's apparent slowness to make a maor marketing effort which goes 
beyond publicity campaigns and saninvvs in Casablanca and to regularly visit 
clients and potential clients seems to reflect the absence of a truly private sector 
approach to doing business. .A private sector firm with a product to sell would 
be out in the market promoting its product and would not sit in its head office 
waiting for prospective customers to come. 

In 1990 SMAEX developed a marketing plan (Mission Marketing SMAEX, See 
Bibliography, Annex 2) which contained a number of imaginative ideas for 
marketing SMAEX services. However, interviews indicated that only some of 
these ideas have been put into practice during the three years which have 
elapsed since the plan was prepred. 



In short, it would seem that in several crucial ways the operating culture at 
SMAEX resembles the culture one expects to find in a government agency more 
than that likely to be found in a dynamic private sector company, 

5. SMEX insurance coverage appears to be heavily concentrated on textile 
exports, firms in Casablanca, and exports to the European Community, 
especialijJ France. 

Table 1 shows that during the past three years over 60 percent of Morocco's 
total exports have gone to the EC. Although the percentage of overall private 
exports (i.e., excluding phosphates, metals and minerals) going to that area 
exceeds 80 percent, the EC has accounted for even more (89 percent) of 
SMAEX's export insurance coverage (Table 2). That coverage, moreover, is 
increasingly concentrated on textile exports (64 percent, TtMe 5) in part because 
of recent sharp increases in clothing exports to Spairi and France. Many of the 
textile exporters are concentrated in Casablanca, which accounts for 70 prcent 
of SMAEX's insurance policies (Table 4). 

While there are no doubt new buyers in EC markets, the geograpdc markets 
themselves are among Momdco's long-established traditional markets. In recent 
years new markets have included Iraq, Libya and Algeria, but selling to these 
markets has had a strong political motivation. 

6. Thus far S M E X  has not contributed as much as it might to helplng explore 
new markets outsine the EC 

Without a greater degree of export credit insurance, some exportem will likely 
continue to export to tho known, secure markets of Europe which entail little 
risk and small profit margins, rather than seek greater profits in expanding their 
exports to new, perhaps riskier markets in the Near East, f i c a  and elsewhere 
as well as in Europe, 

SMAEX might assist Moroccan exports more by making a greater effort to 
expand its coverage to other products for truly new commercial markets such as 
to countries in the Persian Gulf', Eastern Europe and to some of the stronger 
African countries. 

2. Views of SMAEX9s Services 

1. Perceptions of Bankers in Casablanca 

In the view of some of the bankers and exporters interviewed, many exporters 
are not informed about SMAEX's services, or are only vaguely aware of them, 
and may not appreciate their value. 



The banks interviewed generally felt that SMAEX provides a usefbl service and 
has made a contribution to the expansion of Morocco's exports. By suggesting 
or requiring SMAEX cover on notes to be discounted by exporters, the banks 
have been quicker to understand and to use SMAEX cover than many exporters. 

Some banks in Casablanca have the impression that SMAEX dropped its 
marketing efforts after 1991 and has taken part in fewer bank-sponsored 
seminars and workshops during the past year than they did previously. 

Perceptions of &porters Interviewed 

Some of the exporters expressed their satisfation with !~wx, citing the 
utility of its services both as a source of coverage for credit risk as well as a 
tool for obtaining increased credit fiom the banks. 

Most said that they had been well received when they first contacted SMAEX 
and found the staff helpful and professional. 

SMAEX has succeeded in shofl~ning the time for processing and acting upon 
applications. The average response time has dropped steadily fiom 37 days in 
1989 to 13 days in 199 1 and 1992. (SMAEX 1991 Annual Report and 1992 
activity status sheet). There is still room for improvement: Some exporters still 
have experienced delays of up to a month. Mod said they had received a reply 
h m  SMAEX within a reasonable period - usually within two weeks and 
sometimes even more quickly. 

Exporters and bankers criticized SMAEX's six- month claims payment period 
as unnecessarily long. Some exporters did not seem to be aware that they could 
receive up to 70 p e . m t  of the amount of their coverage during this waiting 
period, as SMAEX told w they could. 

Some exporters believe SMAEX is as unwilling to assume risk as banks, and 
that this degree of risk-aversion is not helphl in assisting exporters to expand 
their markets. Several exporters said they would try to go into new Mean 
markets if SMAEX would cover them. 

Some exporters are disappointed by SMAEX's often unexplained rejections of 
their applications. They said that after a number of unexplained rejections they 
lost interest in using SMAEX services. 

Often rejections or partial approvals were received when the importer was in 
a country other than one of the traditional European markets. The exporters 
tended to feel that SMAEX rejected such applications out of hand because they - 



SMAEX - did not have f m c i d  information on the buyers and were unwilling 
to go to the trouble to get it. This is a problem of communication as much as 
of substance. 

Some exporters commented that SMAEX is "bureaucratic," "administratively 
heavy and slow," "too hierarchid," and "arbitrary." This image is widely held 
even by companies which are bmically satisfied with SMAEX. Exporters can 
sell their goods abroad without SMAEX cover, but SMAEX cannot remain in 
business without exporters willing to buy cover. 

It is clear that SMAEX must make a greater effort to be "user-friendly" and to 
shed its bureaucratjc image. The 1990 marketing plan talks of the need to make 
efforts in this direction and to establish a real sense of partnership between 
exporters and SMAEX. It w d d  not be reasonable for SMAEX to insure every 
risk which exporters would like to see covered, but SMAEX should try to make 
known what risks it is prepared to cover and to explain why it is not prepared 
to cover other risks. 

Exporters did not seem to feel that SMAEX premiums and other charges were 
too high,but did not have a clear idea of what all of the various charges are nor 
how they are calculated. The team was told that total combined SMAEX and 
bank charges can be as high as 6% or 7% including the SMAEX premium, the 
bank's fee for advising a letter of credit, the bank's fee for confkming a letter 
of credit d related charges. 

(Note: The scope of this evaluation does not include commenting on bank fees, 
but it does seem that an effort might be made to ensure that the combination of 
costs payable by anwqmrter to arrange fmcing for an export transaction 
should be examined by all parties. Banks in particular should consider 
preferential discount charges on notes covered by SMAEX insuramce.) 

3. SMAEX does help exporters secure bankflnancing for credit sales overseas, and 
thus contributes indirectly to expanding exports. 

Perhaps the greatest single contribution made by SMAEX to increasing 
Moroccan exports has been indirect. As discussed above (In 11.5. The Role of 
Export Credit Insurance, objective 2), exporbrs, particularly small exporters, 
often do not have sufficient financial depth to be able to offer credit terms to 
buyers out of their own resources. They need bank financing to continue 
operating and to prepare goods to fill fiture export orders fiom the same or 
different overseas buyers. 

If an exporter is near his borrowing limit with his bank or is experiencing 
financial difficulties, his bank may hesitate to provide additional financing 



without collateral. Nobs rw~ivabla arising &om an export transaction will often 
be deomcd to be acceptable collaterd by a bank, particularly if such notes are 
insured by SMAEX. 

Exporters told the team that many banks suggest S W  cover in such 
circumstances and that one of the banks requires it. From the exportas' point 
of view perhaps the most wehl effect of SMAEX cover is to make such notes 
acceptable to the banks for discounting. 

4. Sometimes SUAEX discourages exports by rejection of coverage. 

Rather than encouraging exports SMAEX actions may in fact sometimes have 
the opposite effect. Several of the exporters interviewed said that when SMAEX 
has r e M  cover for which they have applied they have been more cautious in 
extending credit terms to the buyer .in question despite previously satisfactory 
experience with that buyer. The msult is that in these cases SMAEX's action 
had the result of discouraging exports. This problem could have a significant 
impact when one considers that SMAEX rejects approximately 12% of 
applications and imposes conditions in a titrther 33% of cases. Sometimes, 
however, a SMAEX decisions to mject without explanation applications for 
coverage of shipments to buyers with whom exporters have had troublefree 
relationships has tended to reduce the credibility of SMAEX in the eyes of the 
exporter. 

5. SMEX is able to insure against risks with which they are familiar, which they 
understand and where they h e  current and accurate credit information on 
buyers. Lack of such it$lormution in new markets handicaps SMAWs abiliw to 
reduce exporters' risks. 

SMAEX appears to have little credit information on buyers in countries other 
than France, and particularly outside of the EC. This lack of adequate 
information upon which to base underwriting decisions may increase SMAEX's 
inclination to reject applications for coverage in areas on which it is not well- 
informed, and reduces its ability to assist exports to new areas. 

6. SMEX has sought to respond to exporters' needs by offering two new 
insurance packages. 

Beginning in June 1993, SMAEX plans to offer Garantie de Credit Personallsee 
(GCP) and Garantie de Credit Simplijiee (GCS), commercial risk policies 
tailored respectively to meet the nee* of large and small exporters. However, 
two other kinds of policies - Trade Fair Insurance (Assurance Foire) and Market 
Development Insurance (Assurance Prospection) - are not much used (3 1 and 
4 exporters respectively used them in 1992), which would seem to indicate 



either that they do not meet exporters' needs or have not been suMciently 
marketed, 

3, Marketing and Salea 

1. S M E X  appears to be relatively passive in seeking  client.^, ascertaining clients' 
concerns and. responding to their problems. 

A number of exporters, association representatives and bankers believe that 
SMAEX should market its services more actively. 

Several bmker~ told us they have the impression that SMAJ3X has dropped its 
marketing efforts since 1991. SMAEX told the team that it participates in 
seminars organized by the banks and others when it is invited to do so. 

2, A major pnrblici~ tkhocktt campaign has been planned fir some time and is to 
be launched in June 1993, coordinated with the presentation of the two new 
types of export credit insurance policies mentioned in 2.6 above designed to 
respond more filly to the nee& of diferent sized exporters. 

Brochures prepared for the campaign have been done in a very professional 
manner. An effective marketing strategy, however, should go further. 

A detailed marketing plan (Mission Marketing SMAEX - See Bibliography, 
Annex 2) prepared for SMAEX in 1990, pointed out that publicity should be but 
one among several elements of an overall, coordinated marketing strategy. 
SUQEX has acted on some of the suggestions contained in the 1990 marketing 
plan, but has delayed or decided against acting on others. 

3. S M E X  is certainly aware of the need to extend to the provinces, not only to 
provide information but for expanding markets, and to be able to provide faster 
service outside Casablanca. 

Although it has stated a desire to do so in future, SMAEX has not so far moved 
to decentralize its activities, either in marketing or providing its services. 
SMAEX has considered various approaches to decentralization: 

setting up branch SMAEX offices; 

employing local independent agents (courtiers); 

using local branches of banks or insurance companies; 



increasing the number of travelling SMAEX representatives based in 
SMAEX's Casablanca hcadquartars, 

SMAEX considars that a feasibility study is necessary to determine the bast 
approach, and that, in any case, considerable further training will be necessary 
before SMAaX staff can be entrusted with the responsibilities which 
decentralization requires. 

4. Profitability 

One of the goals get forth in the Project Paper's proposal to create SMAEX was that the fum 
be profitable. While this is a necessary condition for the fm's continued survival, it should 
not be the main goal. The pursuit of investment profits should not take precedence over the 
main reason for the fm's existeilce: providing export credit insurmce. 

A review of SMAEX's annual reports indicates that the fm has been operating at a profit. A 
5 percent dividend for 1991 and a likely dividend for 1992 would seem to indicate adequate 
financial soundness. 



N. RlCC0MMH:NDATIONS 

1. General 

1. S M E X  should attempt to reduce its heavy concentration of insurance coverage 
for exports to the European Communily, particularly to France, by expanding 
its protection for exporters who wish to enter markets elsewhere. 

To become a truly effective instrument assisting Moroccan exporters to penetrate 
new and non-traditional markets, SMAEX will need to taka more calculated 
risks in its underwriting decisions. 

SMAEX's stated objective of helping promote exports requires that its criteria 
and strategy for managing risk should more closely resemble those of an insurer 
rather than those of a bank, which are generally more risk-averse. 

2. By per$orming both an insuring and an educational function, SMAEX can assist 
both experienced and new exporters to take advantage of opportunities to 
expand into new markets and new products. 

3. S M E X  should measure its per$onnance not so much against the handling of 
export credit insurance in Morocco in the past, but against the practices of its 
counterpart institutions in other middle-income countries. 

Efforts should be made to learn as much as possible about the activities and 
experience of similar companies in comparable countries. SMAEX may wish to 
consider expanding its contacts with such organizations through the Berne 
Union, & unofficial international association of export credit insurance and 
guarantee agencies, founded to encourage cooperation among companies and the 
exchange of information (See Annex 9). 

4, To assist the planning and execution of long-term strategy, S M E X  management 
should create a business development plan based on principles of management 
by objective and employing specflc, quantged goals and targets in a defined 
time pame. 

2. The Services of SMAEX 

1. ' SMA EX should endeavor to improve communications with its clients by: 

. seeking to be more responsive to exporters' needs and concerns; 



explaining SMAEX decisions and practices more fully; 

making a more systematic effort to encourage feedback and suggestions 
fiom exporters and considering exporters' views in S W X  forward 
planning. 

2. SMm should make an e&rt to acquire current, accurate irlformation on 
overseas buyers to aid S M E X  decision-making, and to expand its information 
base outside France, 

SMAEX could identify a list of target countries and sectors in advance of 
receiving applications in order to get a head start on o b e n g  the information 
which will be required to analyze the country and credit risks which will 
determine whether or not coverage will be offered. 

By working with exporters and their associations (such as the Association 
Marocaine des Exportateurs (ASMEX) and other more specialized groups) 
S W X  could develop a list of target countries, target sectors and target buyers. 

Exporters could supply basic information on potential importers to enable 
S M M X  to start developing financial information and a buyer profile on 
selected foreign buyers. 

At the same time the Ministry of Finance could begin gathering the information 
needed to evaluate political risk cover for selected countries. There should not 
be too many countries or sectors. 

Banks, industry associations and chambers of commerce could be helpful in 
obtaining the names of potential importers in selected countries. 

Such a data base would enable SMAEX ta have the Sonnation required to 
make informed decisions and would at the same time accelerate the decision 
making process. Availability of such irJformation would also enable SMAEX 
to fidfill its 3&&d role as a source of information on potential importers. 

If SMAEX wishes to strengthen its role as a source of useful information on 
potential buyers, it should consider subscribing to one of the existing services 
which publish notices of world-wide tenders and trade opportunities. Such 
information is also available to members of organizations such as the National 
US-Arab Chamber of Commerce and fiom trade publications such as the 
Journal of Commerce. SMAEX should charge exporters for providing such 
information in order to cover its expenses. 



3. SMAEX should plan and design a coherent program of firther training for its 
professional st@ with the objectives of (1) allowing a greater degree of 
delegation of authoriy within the SMAEX organization; and (2) permitting 
SMAEX to begin a systematic program of decentralization to increase its 
presence outside Casablanca. 

A first step toward delegation and decentralization has been taken with the 
creation of a Comite de Garantie by the Deputy Director General of SMAEX. 
The Comlte can approve SMAEX commitments up to DH 1,000,000. 

The team recommends that the DH 1,000,000 limit established for this 
committee be raised. To ensure sufl'lcient control, SMAEX could require 
that, to approve coverage of larger amounts, the afffrmative vote of the 
Deputy Director General would be required. 

As currently organized the Comitc de Garantie does not see or consider 
applications for amounts exceeding DH 1,000,000. Such applications are 
submitted directly to the Comite de Direction. This practice eliminates an 
opportunity to prepare the Comite de Garantie to handle amounts larger than 
DH 1,000,000. 

The team recommends that all applications for cover be considered by the 
C o d e  de Garuntte which would make a recommendation to the C o d e  de . 
Diiectlon for final action. 

Such a procedure would give the members of the Committee de Garantie 
exposure to the 'lid1 range of applications and experience in dealing with larger 
amounts than is currently the case. As committee members gain experience 
decision making could be decentralized by increasing the approval limit of this 
committee, Participation in the deliberations of this committee would also be 
a good training ground for staff members destined to be put in charge of 
regional offices. SMAEX told the team that it is difficult to hire personnel with 
experience in export credit insurance and difficult to give such personnel on-the- 
job training. This suggestion would help solve the on-the-job training portion 
of this problem. SMAEX senior managment's commitment to the goal of 
achieving greater decentralization both within headquarters and in the field 
might be considerably strengthened by the positive results this obvious training 
opportunity could produce. 

4. SUAEX should endeavor to increase exporters' use of its Market Development 
(Assurance Prbspection) and made Fair Insurance (Assurance Foire) programs 
to encourage more international exposure for exporters. 



It may be that them kinds of insurance coverage have not been sufficiently 
publicized, or that exporters flnd it difficult to apply for them. It may be 
possible to make them respond more effectively to exporters' needs. 

In any case, trips abroad, if well-planned and executed, can be extremely usefbl 
c&\talysts for export promotion by allowing exporters to attend trade fairs, 
develop trading and investment relationships, discover ways to improve the 
quality of their products and maintain contact with modern production and 
exporting methods, 

Some exporters may qualifjl for training, observation tours or participation in 
seminars under the exported-related USAID projects mentioned in IV.4. 

5. SMAEX should inform itself on the length of insurance cover oflered by similar 
organizations in competing countries and endeavor to match it. 

Several exporters told the team that they had lost orders or had foregone 
insurance cover when competing suppliers fiom other countries were able to 
offer payment terms of 360 days or even longer. Despite the increased risk, to 
be competitive SMAEX may have to offer cover for longer periods and charge 
more for it. 

6. SMEX should regularly evaluate the level of reinsurance required to provide 
prudent protwtion while doing so at an acceptable price. 

Nevertheless, the more SMAEX offers cover for new, more risky markets, the 
more reinsurance will be necessary. 

The team was told that when it fkst started SMAEX reinsured itself 100 percent. 
Of this amount 75% of risk was reinsured with a Belgian firm (Namur) and the 
remaining 25% with Moroccan reinsurers. As S W X  has gained experience 
and confidence it has reduced reinsurance to cover only 60 percent of 
commercial risk policies issued, The presence of this reinsurance no doubt 
inspires confidence on the part of both shareholders and the insured exporters, 
but it is expensive to reinsure, and such a degree of reinsurance cover may not 
be necessary under current circumstances. 

7. A Note on Political Risk Imrance 

SMAEX currently offers insurance to cover both commercial risks and political 
risks. In fact for certain countries SMAEX requires political risk coverage and 
will not provide commercial risk coverage. Political risk insurance is important 
to exporters when the exporter is offering credit to a buyer located in a country 
where it is judged that there is a good chance of interference fiom the 



government which could affect the buyer's ability to pay the exporter. Political 
risk insurance is also advisable when the buyer is a foreign government or a 
government-owned entity. 

When political risk cover is offmed, SMAEX provides only administrative 
rwpport. The actual insurance cover is provided by the Ministry of Finance. 
Applications are submitted to SMAEX which in turn submits them to a 
committee chaired by a representative of the Ministry of Finance and which 
consists of representatives of a number of different government ministries and 
agmcies. 

The team has the impression that heretofore political risk insurance has been 
provided for political reasons without much if any systematic evaluation of the 
political and economic situation prevailing in the country for which cover is 
being provided. If Moroccan exports increase and begin to penetrate 
increasingly risky markets, the authorities may wish to consfder putting in 
place a mechanism for assessing country rtsk similar to the mechanisms 
used by most international banks. This would involved hiring competent 
economists and creating a system for grading country risk. Alternatively this 
information can be purchased fiom international banks or fiom companies 
specialized in providing such information. 

As it stands now, decisions on providing political risk rest with the inter- 
ministerial committee and not with SMAEX. The role of SMAEX could be 
enhanced and the burden of decision-making removed from senior 
government officials if decisions whether to grant political risk insurance 
cover were made by SMAEX, and the Ministry of Finance served as a 
provider of reinsurance for political risk cover much as the reinsurance 
companies provide reinsurance cover for commercial risk policies issued by 
SMAEX. To main* a degree of control and to prevent SMAEX fiom issuing 
unlimited political risk cover, the Ministry of Finance could establish a list of 
countries with specific counw-by-country limits for which they would be 
prepared to provide reinsurance. 

8. Credit Informatiota and Debt Recovery Services 

SMAEX indicated to the team that it is studying the possibility of establishing 
either a special department or a separate organization to provide credit 
information on prospective buyers. This idea has already been discussed in this 
report (in IV.B.2 above) and should not be dismissed. 

However, SMAEX should fist concentrate on building its capability to make 
informed decisions on applications for insurance before launching a new 



product. The m e  can be said about establishing a receivables collection 
service. 

In light of the criticisms mentioned in this evaluation, the team believes that for 
the time being SMAEX should concentrate on doing ib main job well and 
delay expansion into new fields of endeavor. 

9. Exchange Risk Insurance 

Several sources interviewed mentioned the possibility that SMAEX should 
provide exchange risk insurance. There is no doubt that Moroccan exporters 
incur exchange risks at several junctures in the process of purchasing imported 
raw materials, exporting, receiving payment and cedin~ the foreign exchange 
earned to the Banque du Mwoc ancD then repeating the process. It would be 
desirable to find a solution ,to this problem, but S W  insurance does not 
appear to be the best way to do this. 

In the fvst place the arena of foreign exchange dealings is extremely 
complicated and highly risky. If S W  feels it cannot find in Morocco 
personnel suitable to occupy decision-making level positions in its currenat field 
of activity, it is all the more unlikely that experienced personnel could be found 
to properly evaluate the risks inherent in providing exchange risk cover. 

Further, mechanisms already exist for eliminating or reducing exchange risk 
exposure. It would seem more appropriate for the authorities to facilitate 
access to these existing mechanisms rather than trying to create a new one. 

3. Marketing SMAEX 

1. SMEX should plan and execute an appropriate strategy for expanding its 
presence outside Casablanca. Some form of decentralized representation is 
necessary both for marketing and providing services to exporters. 

The recommendations for action contained in Mission Marketing SMEX would 
be a good place to start. Further technical -assistance is not needed - only a 
decision and determination to pursue the plan further. It should be reviewed, 
and an action plan devised which SMAEX considers realistic and current, with 
specific targets and a time hime for their accomplishment. 

SMAEX states that recruitment and thorough training is necessary before 
expanded provincial marketing can be undertaken. At present one person - the 
Director of the four-person Commercial, Development and Communications 



Department - (See Annex 7 for the SMAEX Staffing Pattern) travels fiom 
Casablanca 5 or 6 times a year for 1 week trips in the provinces, visiting 
perhaps 120 clients or prospective clients per year. 

Marketing in Morocco's major cities might be handled in s e v d  ways (as 
mentioned in 111.3.3 above): (1) setting up branch SMAEX offices, (2) 
employing local independent agents (courtiers), (3) using the local branches of 
banks or insurance companies, or (4) increasing the number of travelling 
SMAEX representatives based in SMAEX's Casablanca headquarters. 

Each option has its advantages and disadvantages. The fourth option could be 
undertaken wjth the least delay and the least cost while longer-term options are 
being investigated, 

A possible way to proceed: Regardless of what decision may be made later as 
to whether, or how, SMAEX is to be represented outside of Casablanca, as a 
temporary measure, SMAEX could hire, for example, three young professionals, 
train them for 3 months in the elements of marketing and SMAEX's programs 
(not to carry out SMAEX's programs - only to market them!) at SMAEX 
headquarter andlor in a Casablanca commercial school, and send them out 1 or 
2 weeks per month. Six trips per person every 3 months x 15 visits per trip = 
90 visits/persodquarter x 3 marketing agents = a total of 270 visits /quarter = 
more than 1/3 of the current 786 insured exporters. Perhaps half the visits 
should be made to find new clients, participate in seminars and group 
presentations in provincial towns. 

Banks are able to operate branch ofices outside Casablanca with professional 
staff now available in Morocco. SMAEX should be able to do the same. 

Any marketing action plan should be an integral part of an overall business plan 
recommended above. 

SMEX should be more active in regularly reminding organizations which 
arrange seminars related to export promotion of its willingness to provide 
speakers and panel members for such events. 

Efforts by SMAEX to organize seminars on its own have apparently not met 
with great success. This is all the more reason for SMAEX to participate 
actively in events organized by groups which can attract a large audience. 

SMAEX might be more aggressive in seeking opportunities to explain its 
products and services. Rather than waiting to be invited to participate in 
seminars and meetings organized by banks, chambers of commerce and business 
associations, SMAEX should aggressively pursue such opportunities by 



informing organizers of SMAEX's willingness to participats. To ensure 
maximum exposure SMAEX may even wish to sponsor a social event at such 
conferences, 

SMAEX should recognizu that every contact with clients, whether by telephone, 
fax, letter or fete-face is a marketing opportunity and if it is not used it is an 
opportunity lost, SMAEX representatives should explain SMAEX actions and 
decisions, describe services and listen to the clients to learn about their specific 
needs in order to better serve them and to develop modified or new products 
and services. 

3. SMAEX may also wish to consider afew of the following marketing approaches 
as part of a marketing action plan: 

Set up a dedicated telephone line on which exporters can call in to determine 
the status of pending applications and to offer whatever additional information 
may be required to ensure a quick decision on an application. Several exporters 
commented that even the current average two-week delay in receiving responses 
can cause them to lose orders or miss out on coverage. 

Designate one experienced employee to deal with applications received from 
first time exporters. Such firms may be less familiar with exporting procedures 
than firm which have exported previously and therefore may require more 
attention and help initially. If GOM efforts to encourage exports are successful, 
there should be an increasing number of firms new to exporting. 

After widely distributing the new brochure describing the services offered by 
SMAEX, establish a newsletter to be distributed every two months. This 
newsletter should be seen as a marketing opportunity and should be sent to all 
current, past and potential clients, It should describe any new products as well 
as changes in existing products. It should contain information on upcoming trade 
fairs and encourage clients to attend using the cover available under Assurance 
Foire and Assurance Prospection. 

Such a publication would an opportunity to mention success stories and to 
inform recipients about other fbm which have increased sales abroad by using 
SMAEX. Space could be provided for client feedback. Reproducing and 
distributing such a newsletter should not be too expensive and would serve as 
a regular reminder to end-users that SMAEX is alive and well. 

4. For USAID Consideration: 

1. UMID can assist export promotion most efectively and directly through export 
catalyst programs of the kind now undeMqy to match the human and material 



resouces of Moroccan producers with foreign technical, management and 
investment inputs. 

The IESC Dade and Investment Service, the Morocco Agribusiness Promotion 
Project, and the New Enterprise Development Project are examples of USAID- 
sponsored programs. There may be other similar programs sponsored by other 
governments or by international organizations which can provide support. 

2. USAID could help strengthen SUA EX'S e$ectivenes by contributing to firther 
training of its professional staff in Morocco and overseas, perhaps through the 
Daining for Development Project (608-0208). 

Given the unique and specialized aspects of export credit insurance, it may be 
possible to arrange training with the Export-Import Bank in Washington or with 
one of the several private h s  which provide export credit insurance. 



STATEMENT OF METHODOLOGY 

The team spent four weeks in Morocco, of which three were devoted to interviews with 
oir"lcials fiom the Ministry of Finance, SNAEX, bankers, exporters, related associations and 
other individuals who provided information and opinions on the functioning of SMAEX (See 
Annex 3). The team visited Casablanca, Agadir, Marrakech, Meknes and Fez, SMAEX and the 
six banks interviewed in Casablanca provided information on SMAEX services and how they 
are perceived by the financial community. 

In the other cities the team interviewed twelve exporters of seafood (3), olives (2), clothing (3), 
chemicals (1); agricultural tools (I), engine parts (1) and watches (1). These producers were 
selected to represent a variety of sizes, locations and export products. They were interviewed 
with a standard questionnaire (See Annex 5). These exporters are a small, statistically 
insignificant fiaction of SMAEX's total clientele of ver 400 exporters. However, while their 
responses reflected a variety of opinions, concerns and problems, they showed a degree of 
consistency in their experiences with SMAEX which strengthened their representative quality, 
despite their small number. 

The team obtained further information from USAID project files, SMAEX annual reports, and 
a number of other documents shown in the Bibliography (Annex 2). The interviews with both 
banking and exporting groups raised a number of issues and questions which the team then 
reviewed with SMAEX before preparing a final draft of the report during the final week. 



ANNEX 2 

BIBLIOGRAPHY OF DOCUMENTS CONSULTED 

Project Paper: Private Sector Export Promotion Project (608-0189), USAID/Morocco, May 
1986. 

Project Paper: Accessing International Markets (AIM) (608-0219), USAID/Morocco, July 1992 

Mid-Term Evaluation of USAID/Morocco 's Private Sector Export Promotion Project, Michael 
Borish, Dennis de Munnick and Suzanne Rivet,Emst & Young for USAIADMorocco under 
A.I.D. Bureau for Private Enterprise Private Enterprise Development Support Project, April 
1990 

SMAEX Annual Reports for 1989, 1990, 1991 

Bank Al-Maghrib Annual Report 1991 

Foreign Economic ?Yen& Report, Morocco, American Embassy, Rabat, April 1993 

Rapport: Mission Markeing S . E X  Parts land 11, Jean-Michel Bachellerie, Equator Advisory 
Services Limited, January and July 1990. 

Mission Marhting SMH: Analyse du Marche et des Perceptions par la SMAEX;. Definition 
d'un Plan d 'Action Commerciale et d'un Plan de Communication, Anne Fallanan and Frederic 
Benzimera, July 1990 

Action Plan, F Y  1992-1 995, Morocco, USAID/Morocco, December 199 1 

Trade Finance in Developing Countries, Yung Whee Rhee, Industry and Energy Department, 
The 'World Bank, Watihington, D.C. 

Exporrt Finance - Issues and Directions: Case Study of the Philippines, Yung Whee Rhee, 
Kevin Young, and h a  Galvez, Industry and Energy Department, The World Bank, 
Washington, D.C. 

Evaluation of IESC Activities Funded by an A.I. D. Cooperative Agreement under the Morocco 
Private Sector &port Promotion Project (608-0189), Ludwig Rude1 and Therese Belot, Louis 
Berger International, Inc. for USAIDMorocco, January 1992 



ANNEX 3 

LIST OF INDIVIDUALS INTERVIEWED and USAID CONTACTS 

Ministere dm Finances, Rabat 

Abdeltif Loudyi, Inspecbur d ~ s  Finances 
Adjoint au Directeur du Tresor et des Finances Exterieures 

Societe Marocaine d'Assurance a l'&portation (SMAW, Casablanca 

Abdelhamid Jouahri, President Directeur General 

Abdelkader Driouache, Directeur General Adjoint 

Latifa Cherkaoui, Sectetaire General 

M. Rais, Chef du Depaartement Commercial & Developpement 

Jalal Loubaris, Informatique et Controle de ast ion 

Banque Centrale Populaire, Casablanca 

Mohamed Msefer, Directeur General du Developpement 

Jaafar El Kettani, Directeur des Participations 

Lbachir Benhmade, Directeur des Relations Internationales 

Banque Commerciale du Maroc, Casablanca 

Rachid Tlemcani, Depaartement des Credits d'Investimmmi et de l'hgenierie Financiere 

Barque Marocaine du Commerce Exterieur, Casablanca 

Mohamed Fassi-Fehri, Direction des Depmtements Techniques 

Banque Marocaine pour le Commerce ef I'Industrie, Casablanca 

Fouad Ammor, International Department Head 

Credit du Maroc, Casablanca 

Jamal Lemridi, Directeur des maires Internationales 



Mounir Lahlou, Direction des Affaires Intarnationalas, Division de la Promotion du Commerce 
ExtanIaur 

Abdellatif Be&lloun, Dkcct~ur do la Direction Private Banking 

Abdalali Bennani, Directeur de la Division Oestion du Bilan ct Tresorerie 

International Ekecutive Service Corps (Corps International de Services des Experts), 
Casablanca 

Alexander (Pete) Ladd, Directeur, Trade and Investment Services Development Alternatives, 
Inc., Casablanca 

Donald S. Humpal, Chef de Mission, Morocco Agribusiness Promotion Project (MA.P.P,) 

Oflce of Project Development and Private Enterprise 
Alexandr Shapleigh, Private Enterprise Officer 
Susan Riley, Project Davclopment Officer 
Jamal Dad, Project Development Specialist 
Kamal Sebti, Project Development Specialist (SMAEX Project Manager) 
Mark Kraczkiewicz, P r o g m  Economist 

World Bank, wasl&#on 
Charles P. Humphries, Economiste Principal, Departement du Maghreb, Bureau 

Regional Moyen-Orient et Afiique du Nord 

Hamid Alavi, Economiste, Industrie et Energie, Departement Maghreb 

American Consulate General, Casablanca 
Samuel J. Starrett, Senior Commercial Oficer 

Groupement Profesionel des Banques du Maroc, Casablanca 
Mohamed Azzedine Berrada, Delegue General 
Badia Bakkali, Directeur 

Association Marocaine des lkportateur (ASMm,  Casablanca 
Hassan Attou, Secretaire General 

Centre Marocah de Promotion des &portations (CMPE), Casablanca 
Mounir M. Bensaid, Directeur General 



Sockte Ouud Souss Consewes - Corsserfe de Pofssons, Agadir 
Export: Canned fish 
Mohamd Oucngue 
Lahsen El Baissi 

OMACI, Agadir 
Export: Canned fish 
Jmal Mourtada 

MACII"., Marrakech 
Export: Clothing 
Abdelali ?'aj 

MARRATFX, A4arrakeck 
Export: Clothing 
Michel Daunay 

R.LM - Comsortfum des Societes Benab&hh & Fils, Mamkech 
Export: Olives 
Zorrhair Benabdall&, Adm'Mlistrateur 

Conserverie des Rhamna, Marrakech 
Export: Olives 
Ahmed Ahastour 

Forges Industriellees du Maroc (I? LM), Meknes 
Export: Farm tools 
B. Azoug- Directeur 
Az-Eddinde Zejli, Export Manager 

Microtechnica, S. A., Mekaes 
Export: Watches 
Abdelali Benchekroune, Managing Director 

FRIDEX Confection, Fez 
Export: Clothing 
M'hamed Squdi 



S~cfeto des Derives du Sucre (SODBRS), Fez 
Export: Yeast 
Driss Mkhanet, Sous-Directaur 

Soclete Maroche des Fonderies du Nord (S.MF.N), Fez 
Export: T d  engine components 

Mohammed H. Laraqui, Adrninistrateur Delague 

Other 

Mohamcd Oubnichou, Administrateur, Business and Trade Center, Rabat 
Former USAID Export Promotion Project Manager 



MEMBERS OF TIiE 8MAIECX BOARJD OF DIRECTORS 

M, Abdelhmid Jouahd 
President Dirccteur General 
s m x  

M. Moharned Fassi Fehri 
Direction dea Departements Techniques 
Banque kocaine  de Commerce Exterieur 

M. Abdellatif Benjelloun 
Directeur de la Direction Private Banking 
Wafabank 

Inskr).ance Companies 

M. Mohamed Saadi 
S.C.R. 

Ministry of Finance 

M. Abdeltif Loudyi 
Inspecteur des Finances 
Adjoint au Directeur du Tresor et dm Finances Exterieures 

Consultative Secreta~y 

M. AbdelWer Driouache 
Directeur General Adjoint, S W X  



ANNEX 5 

EXPORTER QUESTIONNAIRE 

Name of firm Date 

Location PhoneRax 

Subsector 

Person(s) Interviewed 

Annual turnover and age of firm; total annual exports: 

Fully private? 

What products do you export? 

Value of exports last year? 

Trend of your exports during the past 3 years? (Level, increase, decrease?) 

To what markets? 

Are you selling to the same markets or to new markets? 

What are your major needs in exporting? 

Finding markets? 
Getting bank credit? 
Production and processing problems? 
How important is export credit insurance compared to your other exporting 

needs? 

How and when did you hear of SMAEX? (From your bank? (Which one?) 
From some other source (which?) 

Do you use SMAEX services? 

If not, would any changes in the SMAEX program cause you to use it? 



16. If so, which SMAEX services do you use? 
I 

Risques commerciawc 
Risques politiques 

Assurance Prospection Normale 
Assurance Prospection Shplifiee 

17, Did SMAEX present and explain these services well? 

18. How much insurance did you buy from SMAEX in 19921 

19, From your point of view does SMAEX insure credit or product? 

20. Are your exports usually covered by irrevocable confirmed letters of credit? 

21. Why do you use SMaEX services? 

To penetrate new mrkets which you think are risky? 

To insure against loss on sales to high risk buyers and markets? 

To make your receivables bankable? 

22. What do you think of the SMAEX services you use? 
Timeliness? 
Reliability? 
Services well-defined and explained? 
Do you find SMAEX easy to work with? 
Other observations 

23. What do you think of SMAEX premiums? 

24. What other charges and commissions does SMAEX require in addition to the 
premiums? 

25. Have you filed any claims for payment with SMAEX? 

26. Was your claim paid in a reasonable and timely manner without undue investigation? 



Did you use the export credit insurance cover previously available through BMCE? Do 
you think coverage and aervice have improved compared with the pre-1989 BMCE 
sowice? 

Do you think there are suflFicient and clear comunications among SMAEX, its clients 
and the banks? 

Have banks suggested or that you go to SMAEX? Which bank(s) do you use 
for your export fmancing? 

Has SMAEX helped you divcrsifL or expand your markets? 

Has SMAEX provided useful information about buyer credit? 
Other? 

Has SMAEX helped increase your exports? 

Would you have increased your exports without help fkom SMAEX? 

How is the processing time for issuance of policies and payment of claims? 

Is the 6 month payment time acceptable? Too long? 

Has SMAEX approved credit limits for the amounts you asked? For less than you 
asked? 
For less than the amounts of credit you have granted in the past to buyers with good 
payment experience? 

Does SMAEX consider your direct previous experience with a buyer when they set 
credit limits and in their underwriting? 

Does SMAEX offer premium discounts if your clients have a record of reliability? Or 
for insurance for clients with short payment terms? 

Do you think that SMAEX premiums should vary according to the risk insued? 
According to the tenor of the exposure? 

SMAEX's Marketing Cam~ainn 

40. What do you think of SMAEX's marketing efforts? Do they get the word out enough? 

41. Would you find it helpful to have a SMAEX representative in this city? In a local 
bank? 



42. Would you find it useM if SMAEX (perhaps with local banks) provided more 
information (from representatives, in documents, through organizing seminars, otc,) of 
inbrast to exporters such as your firm? 

43. Am there additional products and services you would like SMAEX to offer? 



S U  Shareholders 

- ARAB BANK , 

* 8.W.C.Ee - B.O,P. - Banque Populaire Casablanca - Banque Populaire Agadir , - Banque' Populaire do. Fdu - Banqus Populaire do Rabat  - Banpue Populaire OuJda - Banwe Populaire Plarrakech - Banque Po~ulaire Tangsr 

. - .- 
-I-.------------ ---..-"--- 

TOTAL BANPUBS : ee*.. . . . .13.499.W)O~ - 44.66 % 

- S.C.R. - A 1  Watmlya - koane Entente - Cle Africaine - CeNeIeA. - RaMeA. 
- SANAD 
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"Trade Binance In Devolo~ing Countriee" Article - 

Building institutions to seal with the risk of 
nonpayment by werseas. buyers 

In 1957 Mia cstabUaherQ the Expart Risb INU* 
urt Corpontion, r privakfy owned entity later 
qhced by r atateowned acheme, In the 1960s 
med other devetophg economies - Argen- 



& r r ~ s a c # o w n y i n m s u f y ~ o f  
acportdcvebpnarttfi4rrfcvurtLsuarur,whar 
udwhttypeof~/C0chanebc&rWlh. T)wr 
a m c t t i m l n g ~ ~ m B C V C i s w h e n  

"Tzr 'netd@~lnunina#sedu- 
ports bttdbyurHCVCaunvdgha<pected 
~ ~ t a W M e i t b n o t a s y t o ~ p o -  
tentIalddl t lonrf0rportaor~~perl :oB 
~ ~ f o r ~ t u t l o ~ p e r t a r m u w f f d  
tkBCVCdependdonopentbnrtdleeti~geebll# 
u d ~ b a # o f o p t i a m r m ~ ~ k c ~  
nted tir#n openthd d k c t l ~  or hming 
Impcct. 
.AIlbutthreepognnrsinthelast 2Syearsm 

lnitlrted when Ole total export bsJe was over 
$300 million All but three countries (Cyprus, 
Jamaica, ud Gtpsce) had nonbrditionrl expo* 
of over $100 mmk,n. Tk value of nonbrditional 
srporb appears to have been motp imporburt 
than overall stport leveb In detemhhg stutup 

. timing. Another lrqr drctor wm the extent to 
whfch &ports wme being sold to mn OEW 
cwntries, where the risks wen? peroeived to be 
greater. AU but four ecommfw (Cyprus0 Colom- 









P h l l i . i n a n  Exsort Pinanca Caso Study urcexpt 



Be Export Credlt IrurandGunrantee 

8.02 1n lnterpreth$ the structure of the export payment methods, it should be noted that the 
domfnanca of right UQ may rtem persly drom the risk=~y6~afw rtUt do of cplporten ond banb. For 
example, r footwear exporter made It 8 rule n m r  to accept m order & m r foreign buyer who could not 
open an lrrevucabb right UC, lids war hawse the exportsr previously had dldaculties colioctlag S10,000 
lrom a Mlddlo Earurn buyer* Aa exporter &om Baguio ladlcatd thrt he dealt only with buyon he could 
tnut k lacapttag paymanta through tolegraphtc franabrr, becow retying on the UC rnechaaisrn was 
inedectlve in Baguio. 

8.03 In the caso of thaw two exporten, It may bc, dUIPcult to amjccture about my loss of uspor. 
orden stemming h m  the Mhtonce of partfcuk method8 of payment. However, better ways to deal with 
buyers' non-payment rtsb caruMy naed to ba considered la tufm rmtegfeo for mom rggrufve cxport . 
promotloa in the Plntlipp8nu. 

8.04 It  thould be streswd that ~ @ f t b  q&ed  to ~MOIP ur BCW a g e w  thut derb wtth 
non-payment risks b m  ,importem L ctixlrdy Mereat from that rcqPirsd to maoage an effecthw PEW0 
agency. lEe dbrmcr fbam on buyers' oommerdal and political ale; the objeahra ol the latter is to 
.address-the risb of small' or hbnt  uporten unable to mest exporl; ordsn accordiog to spedticatloru or 
on time, dud to thek lack of tedurlceI, mukctlag and ma~llgcrlal skills. 

me T& k r c e  is of tbe op~nion w the need to activate I ~ O  scheme may o o n s i ~  
as not being immedtte and thus may be deferred for a later perfod. 'Ibe scheme's 
implementation may be postponed until such time that the munQ+r exports, espadaply of 
semi-capital and capital goods have reached a certain d e p  of sophJstfcatfon whkh wuid  
warrant the full support of fhe export credit lasuranca' 

Howiver, the Task Force also noted in its report that: 

807 It should not be overlooked that t h i k  indicated in tho mmnd autcment & in 1.k one 
of the important trsb of an ECVCl,rtssl~enq* 'Ibe Wormation function of an ECIKj agency for the whole 
export oommunity Is as vital as the risk-poohg fundoh for the tuootss of E m  operations. Even though 
aeation of an ECW may not be so wgeni as m effecthe PEW ageney,at thfs aomtnt, thcre tr no 
question that demands for ECUO activirls, including information senricu, will incmw as the Philippines 
arport struaum besomu more sophisticated lad as more active aport marketing efforts are pursued, 
Therefore, the optimum timing and'scale for a new ECVO need to be reviewed caref'ully. 



To inccease tho a p o r t  orrnlng8 ot 
norocc0*8 privato '8oetor f i rm,  and 
hence, to strengthen Iloroccoa# capacity 
to urvl-r  its d a t  &ad finance it8 
inc.oatments for davoiopmnt. 

To Inccerre ~xpor t s  by noroccwa8 
private aeotor. 

, 
Project Purpoae: Condltionr that w i l l  ladlaarm purpo8e lor rbinisg.pnpor 

SUB-pucpo...: 
11) to expand axport credit inaucancr 
coverrqe 
l i i J  to expand export prefiaaacinp 
credit Lo sull and Hdiuo-8lz.d f i r m  
and new uurs .  
( f i i )  to improvo tb. export pfobuctioa 
and ~ c k e t i n g  eapaeity of bonefleiary 
fir- and improvo the capacity of 
the CnPE to urvice privato uportaco. 



111) a p o r t  ptefiruncing crodit 
faci l i ty  erub1lob.d far small and 
mdium-sizmd firm .ad a- umra 

- Additi-1 authocimtiaar foe sbort-ttrr 
p e e f i ~ n o i n g  crrdlt m3qt.gaee 
a t  1u. t  $30 rillion ovor a 
f lo. year period. 

-- Studlea and actlvitie. undertaken 
tu .upport oxport prollotlon. 
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. .  ........... ~8i.L.IIcm to norOCUa U p O C t u O  2.0 mill loa ........... a-A'.. 



ANNEX 12 

Eva2uation Scope of Work 
PCE-0001-I-- - 00 

EXPORT CREDIT INSURANCE COMPONENT 
oq the 

PRIVATE S E W R  EXPORT PROMOTION PROJECT 
(608-0189) -- USAID/MOROCCO 
FINAL IMPACT EVALUATION 

.. 

. . SCOPE OF WORK - - .  - - 

PROJECT TITLE: Private seator Export Promotion Pro jeot : Export 
-.. Credit Pnsuranae Component, 

COOPERATING XNSTITUTION: ~oci&t& Marocaine d ' Assuranae 
: 1 ' Exportation (SMAEX) 

PROJECT COST (oooj : $8,000 Loanr Capital ization of Reserve Fund 
1,400 Grant:Technical Assistance, eta.. ' 

...."..I 

$9,400 Total 

LIFB OF PROJECT: 0rigina.lly 5 years; PACD a December 3 1, 
1991; extended to 6/30/93; aativit'ies for 
the component terminated 12/31/91 

The evaluation will focus on the Export Credit Insurance 
component of the Private sector Export Promotion Project, an 
@Umbrellaaa project'comprised of four separate and distinat .. 
components, The remaining three components are not scheduled i 
to be evaluated at this time, The entire project was 
evaluated 3/90, a final impact evaluation of the Export 
Produotion & Marketing Assistance Program cdmponent was 
completed 1/92, and the Export Investment Loan Guarantee Fund, 
delayed in its implementation, is not due to be evaluated 
until 6 / 9 3 ,  

E OF THE EVALUATIOY XI. PURPOS 

The purpose of the evaluation is to undertake a final impact 
evaluation of the Export Credit Insurance component for which 
activities were completed 12/31/91. This evaluation will have 
as its major objectives 1) to determine to what extent project 
objectives and projected outputs have been realized, 2) to 
assess the effectiyeness-of the activity, and 3) to detail 
lessons learned. 



The Private  8aotor Export ~romotidn ~ r o j e b t  wa. i n i t i a t a d  i n  
May 1986 with lit@-of-project funding o t  $20,000,000 and a 
PAC0 of June 301 1991 ( l a t e r  inareamd t o  $19,400,000 and 
extcanded t o  June 30, l993). 

 he Export c r e d i t  Insuranoe component of the  Private  asotor  
Export ~romotion pro.$eot o r ig ins tedwi th  a life-of-pro eat 
'Tunding of $9,400;000 t ,.So 000,.000, ta .  be ptovided aa a 3. oan t o  . - 
t h e  GOM t o  es tab l i sh  a reserve fund f o r  an o%pot"t o r e d i t  
insuranoe pro ram and $1,400,000 avai lable  a8 a, grant: t o  fund 
teahnicral a s s  ! stanoe, t ra ining and equipment i n  order  t o  
c r e a t e  and es tab l i sh  a new export c r e d i t  insurance.  . . _ .  
organization. - .. 
o of t h e  projeot  is t o  increase t h e  export  

earn nga.of M o ~ o c ~ o ' ~  pr ivate  sector firms, and hence, t o  The qpp). 
strengthen Morocco's capacity t o  service its debt  and 
finance its investments f o r  development. 

0. The overall- of t h e  pro jea t  i e  to inarease exports 
by Morocco's pr iva te  secf or. 

o The DWDOBB of t h e  Export Credit Insurance cromponent has 
been t o  expand export: c r e d i t  insurance coverage. 

o The s t a t ed  g u t ~ u f ;  of t h e  project  conrponent i s  an 
e f f i c i e n t  privatized export c r e d i t  insurance 
organitat ion providing increased insurance ooverage fo r  

.'Morocao's exports and improved services t o  its exporters. 
C li 

o The s ta ted  e i v i w  include: . 

- t ransfer  of the ex is t ing  program t o  a new 
independent en t i ty  

.I es tab l i sh  a reserve fund - streamline administrative and operating procedures - develop a marketing program 

I n  June 1986, i n  complianck with the Private Sector Export 
promotion project  Agreement, t h e  Government of 'Morocco (GoM) 
agreed t o  t ransfer  its exist ing export c red i t  insurance 
program, then operating a s  a special  department of the  Banque 
~ a r o c a i n e  du Commerce Exterieur (BMCE), t o  an independent 
e n t i t y  whose ownership would be shared by the GOM and 
p r iva te  cornmerci~l banks and insurance companies. As a 
r e s u l t ,  t h e  ~ o c i 6 t 6  Marocaine d d ~ s s u r a n c e  B 1 ' E x ~ o r t a t i o ~  or  
SmEX was created. ~eginning  i n  1987, t o  a s s i s t  t h e  fund i n  
becoming operational,  the Export Credit Insurance component of 
t h e  Private Sector Export Promotion Project provided funding 



though l tr  aontraotor Equator Advirory 8erviaer (SMli) t o r  
both short-tern and longaterm teohnioal arrelatanoe, as well a8 
f o r  t ra inin  and aquipmanb During. 1988, IMAEX'U qapital  baa0 
of DM 30 m i  f &ion gar oonunittad and aid i n  w i t h  80,438 aouroad 1 from the private motor thereby m a  l ing @MAEX to be i n  
operations on Sanuagy 1, P989. In nid-1989, tho  pro ! eat 
funded a long-tom ooncreerrionaL loan of $8 million t o  the OOM 
for  the purpose o f  on-lending t o  8MAEX to oapitalice it# 
commeraial ri sk fund. BMAEX has Jecued approximately 700 
insurance oontraats t o  date. The EASL contraat ended on.  
December 31, 1991. .- - , . 
. . - , 2 .. '- - ..., C .  

I V .  

  he evaluation w i l l  address two-separate aspaata of the 
projeot component8 1) SMAEX a s  an ingtitution; and 2) the 
macro and miaro-level impaot of the export aredit insuranoe, 
Other issues including .lessons learned w i l l  also be addressed. 

1. SMAEX, .. In- 

In order t o  determine the inst i tut ional  effectiveness of 
SMAEX, the evaluators w i l l  t 

o evaluate the otfectiveness of t h e  Project i n  meeting the 
s ta ted output of an eff ic ient  privatized export aredit  
insurance organitation providing increased insurance 
coverage for Morocoo8s exports and improved services t o  
its exporters. 

o ' conduct a thorough analysis t o  determine i f  SMAEX has 
effectively managed i t s  insurance portolio. Th i s  w i l l  
necessarily enta i l  such factors a s  diversification of 
r i s k  and soundness of underwriting decisions. Has t h e  
reserve fund been appropriately invested? Has the firm 
maximized profits? 

o determine how effective SP4AEX is i n  terms of processing 
applications and claim. Has the program been properly 
promoted and met the needs of its client base? 

o determine i f  the ,Morocco Export Credit Pnsurance program 
is percieved t o  have greater credibility .under SMAEX as 
opposed t o  the BMCE Export Credit Department? Has it 
made a difference that the firm was privatized? Determine 
i f  SWEX is acting l ike a f u l l y  privatized organization 
or if it has characteristics of  a pub l i c  sector 
organization. 

o determine t h e  current and pro jecf ed financial and 
institutional viablity of S ~ E X .  



I." 

I n  order t o  deternine tho maoro- , , 

4 
a, 

or t  orrdt t  inruranar provided 

o evaauato MO' ro eatfir progrear L merting i t s  purpore ! i! and goal leva o jeot ivorr  t o  oxpand ex o r t  oradi t  
inadranee aovarage; Co inorram export6 y Uoroaao'r 
privatq eaotorj and t o  inofeaoe export earning8 of 

.+ Moroaoo '8  pcivate motor 4!imo. - -- - 
o *etamine . to  -extant oovera - 

inruranoe harr expandedo Would . ... 
oeaurred had t h e  projeot not 
organization? Was $he privatization arrpeot influenced 
expansion?. . . . 

*-  , 

o determine t o  what extent Moroooo's inareased export 
earnings and improved balance of trade and debt-servioing 
capaaity dan be at t r ibuted t o  t h i s  projeat, 

b. m r o  .. E a o v  . In order t o  determine the  micro- 
economio impaot of the . cromponent, t he  evaluators w i l l r  

0 

0 

0 

3 0 

The 

0 

0 

\ 

detemine a t  a firm level the impact the ptrojsat has had 
on i t s  ab i l i t y  t o  export. To what extent have exports 
inareased partictularly among private sector firms? To 
what extent have exports increased among firms aovered 
through SMAEX? 

determine i f  firms would have inoreased the i r  exports if 
:they had'not recieved ooveragei through O W W ?  If 
exporters were not  able t o  get insuranoe would they have - lii 
taken the ri rrk anyway, i. e., did *export credi t  insurancre 
therefore increase exports? . 
detemine t o  what' extent export c redi t  insurance made 
companies' loan xequests nbankable',n therefore permitting 
access t o  finanoin required t o  export? Did banks play 
any role  in  %teer 9 ngn firms t o  SMAEX? 

evaluators w i l l :  

i & k i f y  oonstraints or potential problems t h a t  might 
have delayed o r  impeded the achievement of t h e s e  various 
ob jectivea. Summarize lessons learned. 

determine i f  t he  benefi ts  of t h e  project k i n g  generated 
are a t  an acceptable cost compared with possible 
al ternat ive approaches t o  a~complishing t h e  same - - 7 

objectives? 



o debormina i t  t h e  Projaat har ~oaultcrb i n  a ruatainable 
developnrnt impaot. Ara thorr an othrr r a l a t r d  
eotlvitier or turthar 8)UW a ~ t i v  1 t h e  
r)rould fund? 

o identify any uaaful leooono harnrd or  h r i  h t e  gained 

r ! whioh ma be appliaable to tha deeign og fu ure projroto 
of a eim lar nature, 

- ' .- 

Ire &llmmwa rC .,*. .. 
-,  - .- .I 

rho  *&ation team w i l l  aom til(oroaao a d  o v w  a four waak 
pariod (eight aran waeka) moat with a l l  naarrrary inflividuals 
araooiatod or involved with 8MAtFX. The team should v i e i t  
approxiaatel 25 wing an ap roprf ate ebmplihg, " X P ;Ln. order t o  that  SXAEX' nauranaa coverage -. 
has had on i t s  a l i en t s t  t o  ~xpor t ,  The firme craleated 
!!or vieit  should be a of 8MAEXb ol iente le  i n  t e rns  

ac t i v i t y*  
of firm eiee, geographio looatisn in  Morocco and seotor of 

$imi9arly, bankere g la  an important role i n  determining t h e  i demand for SMAEX' serv  crei, The team w i l l  interview an 
appropziate oampling ob Moroacrdn bankers,and/or aosoaiated . 
inst;itutfons suah as t h e  Morooczan Bankers' Association t o  
determine the  projeot impaat, 

VI .  -N OF 'PH1P_.-W 

The evaluation team w i l l  be composed of two principal members, 
a team Psader and an expert i n  export credit insurance 
progtama. The team leader sha l l  have a record o i  suocessful - I 

p r i o r  experience i n  oonduating project evaluations, ineluding 
work as a team leader, The seczond individual should have . . 
re levant  s k i l l s  and demonstrated expertise i n  projects 
involving credi t  insurance .programs. 

A l l  team members must have a minimum French language a b i l i t y  
a t  the  Foreign Service Ins t i tu te  (FSI) S3/R3 level, 

The contraator w i l l  be responsible for a l l  logis t ica l  support 
f o r  t h e  evaluation team. O f f  ice space8 transportation, 
pr int ing,  typing, translation, eta., w i l l  not be provided by 
USAID. . 
The team should note tha t  while USAID/Morocco is located i n  
Rabat, most Moroccan commercial banks and financial 
i n s t i t u t i ons  are located i n  Casablanca. Firms assisted by 
project components a re  located throughout Morocco, including 
locat ions i n  Agadir , Fes, ,Marrakechr Meknes, and Tangiers. 
The contractor should be hepared t o  coordinate t ravel  fo r  
team members t o  d i f f e r e n t  locatibns w i t h i n  the country. 
Public transportation (airlines: trains, in te rc i ty  taxis and 
buses) is available as are rental  cars. 



The oontraator rhouZd alee noto that r rlx-day working weak , wilP br authoricrd under thir work ordrr, 

The tam will br maponsibla tor prMuoing an evaluation 
repokt whiob reepondr to the terra# of rrforenor i n  thie oaope 
o f  work. Seven day8 prior to departure tho tear w i l ~ r u k i t  
to tho W A Z D  profeat Naha o,r r deaf& A, L O b  .Aativity 
Evaluation luuary and a 1 taft evaluation  port and make an'- 
oral pramentation to USAIO and to the OOH, Bared on oommante 
from rrviaw o t  the draft report, t:hr team will make 
appropriate reviaione, Itha team leader will submit four 
ao ie8 of a final integrated report to the Projrot Officer P pr or to departing Morocco, 

Ten copies of the final, printed rsport will be delivered to 
the USAID projeot manager within two week6 of the team@# 
de arture from Moroaao. An additional 18 aopiae of the final E pr nted report will be sent to USAID at the same"time by APOo 
Ten copies of a French translation of the exeoutivr summary, 
aonalusions and recornendations will' be rubrnittrd to USAID at: 
the time the final report ie eubmittsd. 

The team will provide U S A I D ' W ~ ~ ~  discs containing bath the 
French and the English report texts in Word Perfeot 5 , l .  

The report will contain the following sectionsr 

A. ' A , L D ,  Evaluation Sununary (AES) prepared in draft in 
cooperation with the appropriate USAID/Morocco offices 

0 ,  Executive Summary (3-5 pages single spaced) 

C. Contents: QescriPe the context in which the projeot was 
developed and implemented. Provide evidence and analysls 
which form the basis for concSusions and recommendatdons, 
me evaluators will clearly distinguish between their 
findings and their conclusions and the recommendations 
that golfow, (Maximum o f  40 pages single spaced) 
Appendioes may include additional supporting analyses. 

D. A short and succinct statement of conclusions and 
recommendations which are mutually supporting. Wheh 
possible, recommendations should indicate who should take 
responsibility and when for the recommended action. 



1. Evaluation rraopa o i  work 
2. brrraription o i  thu enrthadohgy urrd i n  Cha,, @valuation- 

( @ ' f a t  indioatorr uoed f o r  mraaurenront o t  impaot) 
3 ,  Bib iography of doowlaontr aonrulted 
4 ,  A limt of 'parson# oontaotrd/intarviawrd 
8. Other 



PROPOSED WORK SCHEDULE 

~ e h  uhbI '6 r  In Wlshln@on to revlew rvrtlablo background matarlalo 
lnoludlng previwr waluatltlm; mew with knowledgerble A.I,R, World Bank, 
Ex-lm Bank, WIG, and U8DA olliolak for background lnformatlon and 
gulSanoe; ljeglns pr@arWn of guertlon~lre and ropon ourllne; travels 
to Pad8 whnlng of Aprll16 (Per dlem looallon: Washington) 

Team wernlghts In Puts; fllm to Coclilblulcr and d r i v ~  l o  Rabat, rrrivlng 
the evmlng of April 18 (Per dlem locallon: Par&) 

Team meeta with USA10 and QOM to agree on rchedule, appointments, and 
workplan; revlew proJecl dwumonl, r e l m t  economk data, owntry , 

prsgram stratetgy, 8MAW databam, el@: wlecta 8MAEX ollent sample far 
Interviews: meet6 4th Mln finance, Rabat bmb, Amerkan Embassy economld 
commercial officer,und other8 recommended by UWD; sets up appdntments for 
Caaablm (Per dlem looatJon: fUa!) 

Team meet6 wlth WAD(, Moroccan Bankers Assoclallon, bankers, WAM 
clients; Amerfcan Consulate mmerclJafker and others; drhres to 
FQarrakech (Per dlem locallon: Gmblanca) . 

Team meets with 8MAMcllentr In Manakech and Agadjr (Per diem locatlon: .-. 
Manakech) 

Team drhrss ts Fer; meets wllh 8MAMcllents and bankers In Fez and Meknes; 
drives to Tangler (Per dlem locatlon: Fez) 

Team mwls wlth WAEXcllent6 and bankers h Tan~Ier (Per diem location: 
Tangler) 

May 4 

Team meel6 ~ i h  8MAM~lltant8 In Kenltra en route from Tangler to Rabat; 
completes draft report In Rabat (Per dlern locatlon: Rabat) 

May 5-9 

May 10-15 Team presents oral and written draft reporls to USAlD and GOM on May 10; 
prepares revised drafi report based on USAlD and OOM comments; submlts 
final Integrated report to USAlD project officer on May 14; travels to U.S. 
Per diem locatlon: Rabat) 

I 
May 17-31 Checchl produces final report; arranges for translation of executive summary, 

conclusions and recornnendatlons; submits requested number of copies and discs 
to USAID 

Total 27 27 54 



PLRCfim OF TOTAL EXPORT8 BY DESTINATION 

Total E x p ~  34,858 37,283 33,958 
(in DH miEIions) 

All EEC 65 62.5 D ,a. 

Other countries 35 37.5 n,a. 

TABLE 2 

PERCENT OF SMAEX-INSUIRIEX) EXPORTS BY DESTIONATION 

m m u22 
All EEC 92 94 89 

Other countries 8 6 11 

Source: Office des Changes 



TABLE 3 
MOROCCO EXPORT CREDIT INSURANCE 

Export6 Insured/Total IInrurnble Exports 
(In DH Mlllions) 

1 Value of total 16,984 18,560 23,539 25,863 24,148 
insurable exports 

2 Total exports 839 918 1,032 1,336 1,600 
insured (lines 4 + 5) 

3 Percent of line 1 4.9% 4.9% 4.4% 5% 6.6% 

4 Commercial risk 559 717 897 1,241 1,300 

5 Political risk 280 201 135 95 300 

Source: Bulletin StaHstique de b'O@ce des Changes and the Banque du Maroc 1991 Annual 
Report for vdue of total insurable (i.e., private) expo* (1988-1991) = total expo& less 
phosphates and derivatives, minerals and metals, 

Source for lines 2-5: SUAEX 1991 .Annual Report 



TOTAL 

Agadlr 
Ain H m u d a  
BerkPne 
Bmchid  
Boorknadlcrl 
faourkoura 
Bouznh 
Clurablanca 

El Kclaa &a Smghna 
EMaouilil 
Fen 
Kmitra 
Khmisast 
Khouribp 
Laraohe 
MBnakdch 
Meknas 
Mohammdia 
ouezz~he 
oujda 
Rabat 
Saf3 
Sale 
Bettat 
Tanger 
Temara 
City not known 

TABLE 4 
Evolutlon of Exporten Sncur~d by Clty 

(Camulatlvs In numkm md percent hy year) 
Mz m 

Total new policies signed each year (not cumulative) 

(Total thru 1W3 = 786) 
Of the 786 policies listed above, 265 are inactive, leaving the total number of active policies as of May 11, 1993 in 
the categories below at 521. 

Commercial risk 
Commercial and political risk 
Political risk 
Public sector risk 



TABLE 5 

SMAEX Commercial Rbk Coverage by Sector and Year (In Percent) 

Agricultural and food 2.91 6.54 6.74 11.5 
products 

Textiles 44.5 1 61.81 61.74 64 

Leather 10.55 9.5 1 9.46 10 

Rugs and Handicrafts 6.10 5.3 1 5.28 2 

Wood and paper products 24.32 13.22 13.15 6 

Pharmaceuticds 0.14 0.62 0.36 0.8 

Mechanical industry 2.49 2.16 2.41 4.8 

Other activities and 3.99 0.82 0.86 n.a. 
fjmvices 

TOTAL 100.00 100.00 100.00 100.00 

Source: SMAEX 



TABLE 6 

ASSURANCEFOIRE WMJRANCE COVERAGE 
(Trade Fair Insurance) 

Number of 
exporters 
insured 

Total coverage 
(DH000) 

Claims paid 
(DH000) 

Source: SMAEX 

TABLE 7 

Assurance Prospection Coverage 

(Market Development) 

u!!Q -.A 1091 E& 

6 6 4 Number of exporters 
insured 

Amount of insurance 
(DHOOO) 

Claims paid 
(DHOOO) 

Source: SMAEX 


